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SACRAMENTO MUNICIPAL UTILITY DISTRICT'S COMMENTS ON THE
MARCH 26, 2009 DRAFT OF THE PROPOSED DECISION AUTHORIZING THE
USE OF RENEWABLE ENERGY CREDITS FOR COMPLIANCE WITH THE
CALIFORNIA RENEWABLES PORTFOLIO STANDARD

The Sacramento Municipal Utility District (SMUD) hereby files its comments on the
California Public Utilities Commission’s (CPUC) March 26, 2009 draft of the Proposed

Decision Authorizing Use of Renewable Energy Credits for Compliance with the

Renewables Portfolio Standard (Proposed Decision) pursuant to Rule 14.3(d).

SMUD provides the following comments in order to supplement and reemphasize its
concerns set forth in its November 24, 2008 Reply Comments to the October 29, 2008 draft

of the Proposed Decision.

SMUD Restates its Original Concern that the Proposed Treatment of Matching
Transactions as REC-Only Will Chill the Market for RECs and Put a Cloud
over Existing Contracts, Thereby Further Hampering California’s Ability to
Meet its RPS Targets

SMUD remains concerned that its previous comments regarding the treatment of
matching deliveries of bundled energy for greenhouse gas (GhG) accounting purposes was
completely ignored in the Proposed Decision. Specifically, SMUD questioned in its
November 24, 2008 Reply Comments how the CPUC would address the situation where
GhG attributes of matching transactions are attributed to a deliverer’s inventory if the
transaction is characterized as REC-only. The California Air Resources Board (CARB) has
stated on many occasions that it plans to rely on the recommendations of the CPUC and the
California Energy Commission (CEC) concerning implementation of AB 32 on the
Electricity Sector. Therefore, SMUD believes that the CPUC should express its opinion on
the impact of this decision on the carbon accounting of matching and REC-only transactions
and how this decision may impact the ability of the 33% Renewables Portfolio Standard
(RPS) to achieve the statewide emissions reductions upon which CARB is relying. SMUD
believes that the CPUC should find that the carbon content of a matching transaction is zero

carbon because that is the impact of bundled energy deliveries.

The proposed treatment of CEC-eligible matching transactions as REC-only (if

certain conditions are not met) in the Proposed Decision would create regulatory uncertainty.
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This type of regulatory uncertainty will chill the very market for RECs that this Proposed
Decision intends to foster, and thereby further hinder achievement of the aggressive RPS

goals the State wishes to achieve.

More specifically, as long as these matching transactions are characterized as
bundled, then it would be logical for CARB to infer that GhG emissions from matching
supplies of the imported energy should not be counted toward the Deliverer’s inventory of
GhG emissions for purposes of compliance with Assembly Bill (AB) 32 goals.! This would
be the case because the transaction would be viewed by California regulators of the RPS
program as indistinguishable from a simple delivery of renewable energy. However, by
characterizing “delivery” of renewable energy as RECs-only, the CPUC creates the issue of
who should bear the carbon liability: the retail seller purchasing the RECs but taking
advantage of firming and shaping services, or a third party who takes delivery of the null
power. SMUD believes that it is fair to grant the renewable energy buyer the full benefit of
its bargain by not burdening it with a GhG emission liability on top of the existing RECs
premium. Similarly, it is fair to attribute GhG emissions to the off-taker of the null power
since that purchaser has bought only commodity energy and no REC:s in association with the
underlying energy. If instead, the purchaser of the null power in another state obtains the
credit for a zero carbon electricity purchase, they will receive more than they bought. This
will be to the detriment of the California retail seller and the benefit that retail seller has
purchased. SMUD fails to see the rationale for this policy choice other than to favor in-state

renewable energy development at the expense of new projects in adjacent states.

SMUD has expressed its concerns on several occasions during this proceeding.” If
matching transactions, due to their characterization as REC-only, do not also carry the zero
or low carbon attributes of the renewable energy, the market for these products will be
minimal and short-lived. RPS-obligated entities will simply not pay a premium for RECs
only to have to pay the additional cost of carbon allowances to cover the emissions

associated with matching energy. The value of such transactions in a carbon-constrained

! This assumes, of course, that a cap-and-trade system along the lines proposed by the Joint Agencies to the
California Air Resources Board is adopted by the Board pursuant to plans outlined in the Proposed Scoping
Plan, a Framework for Change (Oct. 2008).

2 See most recently its November 24, 2008 Reply Comments; see also SMUD’s September 12, 2008 Comments
on the Use of Tradable Renewable Energy Credits for the Renewables Portfolio Standard Program (at 1-3).
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environment will be very limited. In a case where retail providers, and potentially other
RPS-obligated entities, cannot count the GhG attributes, the ability of California ratepayers
to fund cost-effective, out-of-state renewable projects, and solve the transmission problem of

getting clean, out-of-state renewable energy to California, would be greatly weakened.

Therefore, SMUD once again requests that the CPUC address the issue of the status

of GhG attributes of matching transactions if the transaction is characterized as REC-only.

Dated: April 15, 2009 Respectfully submitted,

/s/
Jane E. Luckhardt
Downey Brand LLP
621 Capitol Mall, 18th Floor
Sacramento, CA 95814
Tel: (916) 444-1000
Fax: (916) 444-2100
Email: jluckhardt@downeybrand.com

Attorneys for the
Sacramento Municipal Utility District

997676.2 3



CERTIFICATE OF SERVICE
I hereby certify that I have this day served a copy of the attached:

SACRAMENTO MUNICIPAL UTILITY DISTRICT'S COMMENTS ON THE
MARCH 26, 2009 DRAFT OF THE PROPOSED DECISION AUTHORIZING THE
USE OF RENEWABLE ENERGY CREDITS FOR COMPLIANCE WITH THE
CALIFORNIA RENEWABLES PORTFOLIO STANDARD

on all known parties to R. 06-02-012 by transmitting an e-mail message with the document
attached to each party named in the official service list. I served a copy of the document on
those without e-mail addresses by mailing the document by first-class mail addressed as
follows:

See attached service list

Executed this 15th day of April 2009, at Sacramento, California.

/s/
Cassandra J, Baines

Service List R. 06-02-012, as of April 15, 2009

VIA ELECTRONIC MAIL:

dgulino@ridgewoodpower.com; ron.cerniglia@directenergy.com; rick noger@praxair.com;
keith.mccrea@sablaw.com; csmoots@perkinscoie.com; rresch@seia.org;
garson_knapp@fpl.com; Cynthia.A.Fonner@constellation.com;

ken.baker@wal-mart.com; jennifer.chamberlin@directenergy.com; ej_wright@oxy.com;
rprince(@semprautilities.com; rkeen(@manatt.com; mmazur@3PhasesRenewables.com;
susan.munves@smegov.net; klatt@energyattorney.com; douglass@energyattorney.com;
pssed@adelphia.net; pssed@adelphia.net; cathy.karlstad@sce.com;
Joni.Templeton@sce.com; william.v.walsh@sce.com; kswitzer@gswater.com;
kswitzer(@gswater.com; cponds(@ci.chula-vista.ca.us; amsmith@sempra.com;
fortlieb@sandiego.gov; khassan@sempra.com; troberts@sempra.com;
email@semprasolutions.com; rwinthrop@pilotpowergroup.com;
tdarton@pilotpowergroup.com; tdarton@pilotpowergroup.com; jleslie@luce.com;
GloriaB@anzaelectric.org; wplaxico@heliosenergy.us; kerry.eden(@ci.corona.ca.us;
thunt@cecmail.org; Joe.Langenberg@gmail.com; dorth@krcd.org; ek@a-klaw.com; nes(@a-
klaw.com; rsa@a-klaw.com; pepper@cleanpowermarkets.com; marcel@turn.org;
dbp@cpuc.ca.gov; dsh(@cpuc.ca.gov; nao@cpuc.ca.eov; stephen.morrison@sfeov.org;
theresa.mueller@sfeov.org; crmd@pge.com; mhyams@sfwater.org; mpa@a-klaw.com;
craig.lewis@greenvolts.com; evkl @pge.com; wvm3(@pge.com;

997676.2 4



b.barnes@cleantechamerica.com; berage@goodinmacbride.com; jsqueri(@gmssr.com;
jarmstrong@goodinmacbride.com; jkarp@winston.com; mday@goodinmacbride.com;
nmurray(@naturener.net; dhuard@manatt.com; derek@evomarkets.com;
ikarp@winston.com; jefferay@dwt.com; salleyoo@dwt.com; sho@ogrady.us;
ECL8@pge.com; ssmyers@att.net; gpetlin@3degreesinc.com; glemei(@resource-
solutions.org; holly@ausra.com; ralf1241a@cs.com; linda.sherif(@calpine.com;
jeremy.weinstein@pacificorp.com; wbooth@booth-law.com;

jody london consulting@earthlink.net; gmorris@emf.net; Iwisland@ucsusa.org;
ndesnoo(@ci.berkeley.ca.us; cchen@ucsusa.org; brenda.lemay@horizonwind.com;
Ipross(@sungevity.com; tomb(@crossborderenergy.com; janreid@coastecon.com;
johnrredding@earthlink.net; jweil@aglet.org; demorse(@omsoft.com;
1sanders(@caiso.com; dennis(@ddecuir.com; jdalessi@navigantconsulting.com;
cmkehrein@ems-ca.com; Audra.Hartmann@Dynegy.com; dcarroll@downeybrand.com;
imcfarland@treasurer.ca.gov; jluckhardt@downeybrand.com; steven@iepa.com;
abb@eslawfirm.com; dkk@eslawfirm.com; glw@eslawfirm.com; Imh@eslawfirm.com;
wwester@smud.org; kmills@ctbf.com; dmdubson@stoel.com;
kevin.lynch@iberdrolausa.com; jordan.white@pacificorp.com; Tom.Elgie@powerex.com;
sfinnerty@cpv.com; dhecht@sempratrading.com; jansell@alternitywindpower.com;
tmartin@alternitywindpower.com; steven.schleimer(@barclayscapital.com;

rick noger@praxair.com; ACRoma@hhlaw.com; perlism@dicksteinshapiro.com;
MASullivan@hhlaw.com; vsuravarapu(@cera.com; porter(@exeterassociates.com;
tjaffe@energybusinessconsultants.com; mannm(@dteenergy.com;
cswoollums@midamerican.com; abiecunasjp@bv.com; judith.kim@walmartlegal.com;
rmccov(@ercot.com; bbaker@summitblue.com; kjsimonsen@ems-ca.com;
dsaul@pacificsolar.net; dbrooks@nvenergy.com; chad_dickason@soleonenergy.com;
csilveira@nvenergy.com; emello@sppc.com; tdillard@sppc.com;
jgreco(@terra-genpower.com; ctorchia@chadbourne.com; harveyederpspc@hotmail.com;
steve@energyinnovations.com; jackmack@suesec.com; David.Townley@townleytech.com;
case.admin(@sce.com; gary.allen@sce.com; rkmoore(@gswater.com;
mary(@solutionsforutilities.com; dan@energysmarthomes.net; mtmcewan(@gmail.com;
daking(@sempra.com; tcorr@sempra.com; yeross@sempraglobal.com;
liddell@energyattorney.com; mshames@ucan.org; marcie.milner@shell.com;
centralfiles@semprautilities.com; jwright@semprautilities.com;
dniehaus@semprautilities.com; thamilton@gqualitybuilt.com; bjnese@stoel.com;
billm@enxco.com; mirwin@edisonmission.com; csteen(@bakerlaw.com;
rblee@bakerlaw.com; michaelgilmore@inlandenergy.com; hal@rwitz.net;
mdjoseph@adamsbroadwell.com; wblattner@semprautilities.com;
Diane.Fellman@nexteraenergy.com; matthew(@turn.org;

mflorio@turn.org; nsuetake@turn.org; paulfenn@local.org; bfinkelstein@turn.org;
Dan.adler(@calcef.org; srovetti@sfwater.org; achang@nrdc.org; whgolove@chevron.com;
dcover@esassoc.com; filings@a-klaw.com; nlong@nrdc.org; snuller@ethree.com;
fred.wellington@navigantconsulting.com; gcooper@cpv.com; cpuccases@pge.com;
sls@a-klaw.com; spauker@wsgr.com; viw3@pge.com; cmmw(@pge.com; nxk2@pge.com;
diarmuid@greenwoodenv.com; arno(@recurrentenergy.com;
Cassandra.sweet@dowjones.com; jscancarelli@flk.com; joshdavidson@dwt.com;
rhassan@tbr.com; sdhilton@stoel.com; stevegreenwald@dwt.com; tkaushik@manatt.com;

997676.2 5



koconnor@winston.com; joshdavidson@dwt.com; judypau@dwt.com; bobgex@dwt.com;
cem(@newsdata.com; lisa weinzimer@platts.com; lfavret@3degreesinc.com;
alho@pge.com; regrelcpuccases@pge.com; ELL5@pge.com; GXL2@pge.com;
MMCL@pge.com; MRGG@pge.com; SEHC@pge.com; rwalther@pacbell.net;
beth@beth411.com; kerry.hattevik@nrgenergy.com; mpr-ca@coolearthsolar.com;
andy.vanhorn@vhcenergy.com; joe.paul@dynegy.com; sbeserra@sbcglobal.net;
phanschen@mofo.com; jbarnes@summitblue.com; pletkarj@bv.com;
tzentai@summitblue.com; philha@astound.net; dietrichlaw2@earthlink.net;
alex.kang@jitron.com; nellie.tong(@us.kema.com; ramonag@ebmud.com;
ahaubenstock@brightsourceenergy.com; bepstein(@fablaw.com:;

mrw(@mrwassoc.com; cpucdockets@keyesandfox.com; kfox@keyesandfox.com;
cwooten@lumenxconsulting.com; rschmidt@bartlewells.com;
janice(@strategenconsulting.com; clyde.murley(@comcast.net; sean.beatty(@mirant.com;
nrader(@calwea.org; rhwiser@lbl.eov; ed.smeloff@sunpowercorp.com:;
brad@mp2capital.com; michael@mp2capital.com; brian@banyansec.com;
lynn@Ilmaconsulting.com; anders.glader@iberdrolausa.com; keithwhite(@earthlink.net;
eric.cherniss@gmail.com; kowalewskia@calpine.com; sberlin@mccarthylaw.com;
davido@mid.org; tomk@mid.org; joyw@mid.org; brbarkovich@earthlink.net;
derandy(@caonsitegen.com; rmccann@umich.edu; tobinjmr@sbcglobal.net;
bdicapo@caiso.com; grosenblum@caiso.com; saced.farrokhpay@ferc.gov; e-
recipient(@caiso.com; david.oliver@navigantconsulting.com;
kdusel@navigantconsulting.com; cpucrulings@navigantconsulting.com;
Ipark@navigantconsulting.com; pmaxwell@navigantconsulting.com;
Iwhouse@jinnercite.com; kevin@solardevelop.com; tpomales@arb.ca.gov;
amber@iepa.com; mclaughlin@braunlegal.com; pstoner@lgc.org;
bernardo@braunlegal.com; blaising@braunlegal.com; dseperas@calpine.com;
bsb@eslawfirm.com; jjg@eslawfirm.com; jdh@eslawfirm.com; esison@smud.org;
obartho@smud.org; rroth@smud.org; aorchar@smud.org; bbeebe@smud.org;
mdeange@smud.org; vwood@smud.org; bpurewal(@water.ca.gov; mniroula@water.ca.gov;
artrivera@comecast.net; rlauckhart@globalenergy.com; karen@klindh.com; sas@a-
klaw.com; deb@a-klaw.com; kyle.l.davis@pacificorp.com;
californiadockets@pacificorp.com; jholmes@emil.com; cbreidenich@yahoo.com; dws@r-c-
s-inc.com; castille@landsenergy.com; pbrehm@infiniacorp.com; jmcmahon(@crai.com;
abl@cpuc.ca.gov; as2(@cpuc.ca.gov; aes(@cpuc.ca.gov; aeg@cpuc.ca.gov;
bds@cpuc.ca.gov; bwm@cpuc.ca.gov; cnl@cpuc.ca.gov; css{@cpuc.ca.gov;
dot@cpuc.ca.gov; eks@cpuc.ca.gov; gtd@cpuc.ca.gov; im3@cpuc.ca.gov; (f2@cpuc.ca.gov;
kpp@cpuc.ca.gov; Imi@cpuc.ca.gov; mrl@cpuc.ca.gov; mjs@cpuc.ca.gov;
mijh@cpuc.ca.gov; nlr@cpuc.ca.gov; psd@cpuc.ca.gov; rmm@cpuc.ca.gov;
smk(@cpuc.ca.gov; svn@cpuc.ca.2ov; kenneth.swain@navigantconsulting.com;
gcollord@arb.ca.gov; claufenb@energy.state.ca.us; gbarkalo@energy.state.ca.us;
hraitt@energy.state.ca.us; jfleshma@energy.state.ca.us; kzocchet@energy.state.ca.us;
lgonzale(@energy.state.ca.us; rmiller@energy.state.ca.us; hcronin@water.ca.gov;
aes(@cpuc.ca.gov; mrp@cpuc.ca.gov

997676.2 6



U.S. MAIL:

LARRY F. EISENSTAT

DICKSTEIN SHAPIRO LLP

CPV Renewable Energy Company, LLC
1825 EYE STREET, NW
WASHINGTON, DC 20006

RICHARD LEHFELDT

DICKSTEIN SHAPIRO LLP

CPV Renewable Energy Company, LLC
1825 EYE STREET, NW
WASHINGTON, DC 20006

3 PHASES RENEWABLES LLC
2100 SEPULVEDA BLVD, SUITE 37
MANHATTAN BEACH, CA 90266

AOL UTILITY CORP.
12752 BARRETT LANE
SANTA ANA, CA 92705

SARA O'NEILL

CONSTELLATION NEW ENERGY, INC.
ONE MARKET STREET, SPEAR TOWER
36TH FLOOR

SAN FRANCISCO, CA 94105

JANICE G. HAMRIN

CENTER FOR RESOURCE SOLUTIONS
PRESIDIO BUILDING 97

PO BOX 29512

SAN FRANCISCO, CA 94129

DONALD N. FURMAN

SENIOR VICE PRESIDENT
IBERDROLA RENEWABLES INC
1125 NW COUCH STREET, SUITE 700
PORTLAND, OR 97209

WILLIAM P. SHORT

RIDGEWOOD POWER MANAGEMENT, LLC
947 LINWOOD AVENUE

RIDGEWOOD, NJ 07450

997676.2 7



ELIZABETH DOUGLASS, STAFF WRITER
LOS ANGELES TIMES

202 WEST FIRST STREET

LOS ANGELES, CA 90012

MELANIE FALLS

COMPETITIVE POWER VENTURES, INC.
55 SECOND STREET, SUITE 525

SAN FRANCISCO, CA 94105

TONY CHEN SR.

MANAGER, BUSINESS DEVELOPMENT
COOL EARTH SOLAR

7665 HAWTHORNE AVE

LIVERMORE, CA 94550

WHITNEY BARDWICK

MP2 CAPITAL

1101 5STH AVENUE, SUITE 360
SAN RAFAEL, CA 94901

Ann E. Simon, Administrative Law Judge
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Michael R. Peevey, Commissioner
California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

997676.2 8



